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Staying Disciplined Amidst a Boom 
 
As we move through the end of the third quarter of 2025, the fierce arms race in Artificial Intelligence (AI) is continuing to 
gain steam. Investors are pouring capital into AI-focused companies at a frenetic pace, chasing the promise of revolutionary 
breakthroughs. As we have commented extensively over the past few years, we believe generative AI will have enormous 
impacts on the markets and economy in the coming years, and we are confident this will continue to create attractive investment 
opportunities. At the same time, history shows that periods of rapid technological change and market euphoria can trigger 
emotional, “gut-based” mistakes by investors. As JAG Capital Management’s CEO Norm Conley observes in his newly published 
book, The Art of Investment Misery, intuition and instincts often “overinflate our confidence” in uncertain times, and 
ultimately,“our gut is not an adequate substitute for knowledge and logic. In fact, following your gut in investing is a great way 
to court misery.”

Fear, Greed, and Hype Cycles: Lessons from the Past 

When markets swing between extreme optimism and pessimism, investor psychology tends to follow. Over the past 30+ years, we 
have seen this movie several times before. In the late 1990s dot-com boom, herds of investors rushed headlong into internet stocks 
out of fear of missing out, bidding up shares of technology and telecom companies to stratospheric levels. A few years later, in the 
aftermath of the bursting of the dot-com bubble in 2000–2002, many of those same investors realized significant losses. 

Likewise, during the 2008–2009 Great Financial Crisis, some investors felt the world was ending and sold at or near the bottom, 
only to miss the ensuing recovery. These episodes demonstrate how easily emotion can override sound analysis. 

From our perspective, the current AI boom exhibits some of the same characteristics that we watched play out in the late 1990s. 
And although we remain bullish on the longer-term benefits to the economy, it is certainly possible that investor excitement has 
run ahead of real-world results and productivity benefits. Importantly, the AI landscape also possesses characteristics that could 
result in a “winner-take-most” outcome. This scenario arises when a relatively small number of companies end up capturing the 
lion’s share of the economic value. In 2024, for example, Nvidia (NVDA) alone accounted for nearly one-quarter of the S&P 500’s 
gains, as investors rewarded its dominant leadership position in AI chips. Similarly, the top 5 stocks (many of them AI-focused 
mega-caps) contributed 46% of the S&P’s gains last year. 
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It is precisely in these conditions of rapid change, winner-take-most outcomes, and wild swings between fear and greed that 
investors are most prone to cognitive and emotional biases. Some of the most common traps include:

•	 Herd Mentality: The tendency, in the words of Norm, to “sheepishly follow what other investors... are doing,” assuming that 
the crowd “can’t be wrong.”  

•	 Overconfidence Bias: An inflated self-belief in one’s investing skill. Investors who mistakenly believe they are superior 
investors and overconfidently trade on gut feelings or hot tips. As Norm quips on page 14 of his book, this bias can provide a 
“shortcut to misery” when reality sets in. In a complex field like AI, overconfidence may lead someone to overestimate their 
ability to pick the ultimate winners accurately.

•	 Loss Aversion: A bias where the pain of losses far exceeds the pleasure of gains. Investors tend to perceive a loss as 
emotionally greater than an equivalent gain, often causing them to avoid realizing losses or to shun reasonable risks. In 
practice, loss aversion can result in holding onto losing positions for too long (hoping to “get back to even”) or, conversely, 
sitting out of promising opportunities due to an exaggerated fear of losing money. 

These and other biases (including confirmation bias, recency effect, etc.) are deeply rooted in human psychology. They are natural 
responses to uncertainty and excitement, but they can be deleterious to investment results.

 
Process Over Instinct: How JAG Mitigates Behavioral Risks

At JAG Capital Management, we believe the antidote to these emotional pitfalls is a disciplined, repeatable investment process. 
We recognize that we cannot eliminate human emotions, but we can contain them through a structured approach that prioritizes 
data and process over impulse. In practice, this means several things. First, we stick to a transparent, time-tested methodology 
for evaluating investments, rather than reacting to the news of the day. We rely on rigorous fundamental research to distinguish 
between genuine long-term opportunities and fleeting fads. For instance, while we are excited about AI’s transformative potential, 
we analyze AI-related businesses on tangible factors, including competitive advantages, revenue and margin trends and sustainable 
growth drivers – not just hype or momentum. This helps us avoid chasing every “hot” stock that grabs headlines. As research from 
Hendrik Bessembinder has shown, historically a small number of companies have generated the majority of shareholder wealth 
in the markets. We think this could prove to be the case in the future for companies seeking to monetize the immense potential of 
generative AI. Our focus is on identifying those potential long-term winners through careful analysis.

Second, we embed risk management and behavioral discipline into our portfolio decisions. We maintain clear buy and sell criteria 
for our holdings, and we internally document our investment theses in advance. This way, we are less tempted to make knee-jerk 
changes based on fear or greed. If a stock in our portfolio underperforms our expectations or its fundamentals deteriorate, we have 
a proactive sell discipline to trim or exit the position, which mitigates the tendency to hold on for too long.

Conversely, when we have high conviction in a company’s long-term prospects, we will not let short-term market mania or 
volatility shake us out of the position prematurely. This echoes the classic philosophy of “letting your winners run” when the 
fundamentals justify it. By systematically reviewing and challenging our assumptions, the team guards against confirmation bias 
and overconfidence. 

Finally, JAG’s investment philosophy embodies a long-term perspective. We invest with a multi-year horizon, which helps us 
navigate the day-to-day noise and sensational headlines. By reminding ourselves and our clients of the bigger picture, we can resist 
the urge to time every twist and turn of market sentiment. Our long-term mindset is buttressed by aligned interests. JAG employees 
and their families have substantial personal capital invested alongside our clients*, which reinforces our commitment to careful and 
emotionally disciplined decision-making. 

We have successfully maintained our discipline for decades, and – in the case of our Large Cap Growth strategy – since 1999 under 
the same lead Portfolio Manager. By staying process-driven, we aim to capitalize on transformational trends like AI without falling 
victim to the cycle of fear and greed. 

– JAG’s Growth Equity Research Team

*JAG employees and their families had more than $32 million invested in JAG strategies as of 6/30/25.

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4897069
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About JAG
JAG Capital Management (JAG) actively invests for institutions and individuals in highly selective, customizable, and nimble equity and 
fixed income strategies. JAG is a boutique, independent, employee-owned investment management firm in St. Louis.

Disclosures
This report was prepared by the staff of JAG Capital Management, LLC, an SEC-registered investment adviser. The 
information herein was obtained from various sources including but not limited to FactSet, Bloomberg, Reuters, 
Standard & Poor’s, ChatGPT, and the United States Bureau of Labor Statistics, and believed to be reliable; however, 
we do not guarantee its accuracy or completeness. The information in this report is given as of the date indicated. 
We assume no obligation to update this information, or to advise on further developments relating to securities 
discussed in this report. The opinions expressed are those of the adviser listed above as of the date of this report 
and are subject to change without notice. The opinions of individual representatives may not be those of the 
Firm. Additional information is available upon request.

The information contained in this document is prepared and circulated for general information only. It does 
not address specific investment objectives, or the financial situation and the particular needs of any recipient. 
Investors should not attempt to make investment decisions solely based on the information contained in this 
communication as it does not offer enough information to make such decisions and may not be suitable for 
your personal financial circumstances. You should consult with your financial professional prior to making such 
decisions. For institutional investors: JAG Capital Management, LLC, has a reasonable basis to believe that 
you are capable of evaluating investment risks independently, both in general and with regard to particular 
transactions or strategies. For institutions who disagree with this statement, please contact us immediately. 
Past performance should not be considered indicative of future performance. Any investment 
contains risk including the risk of total loss.

This document does not constitute an offer, or an invitation to make an offer, to buy or sell any securities discussed 
herein. J.A. Glynn & Co., JAG Capital Management, LLC, and its affiliates, directors, officers, employees, 
employee benefit programs and discretionary client accounts may have a position in any securities listed herein.

A Veteran Owned Business (VOB) is a business owned, (51% ownership or greater) by a Veteran who has met 
the definition of a veteran. The following represents the criteria that the National Veteran Business Development 
Council (NVBDC) uses in determining ownership: 

Ownership: Fifty-one percent ownership by a Veteran or Veterans. The applicant must share in all risk and profits 
commensurate with their ownership interest.

Control and Management: Proof of active management of the business. Veteran must possess the power to 
direct or cause to direct the management and policies of the business.

Contribution of Expertise and Capital: Contribution of capital and/or expertise by Veteran owner(s) to acquire 
their ownership interest shall be real and substantial and be in proportion of the interest acquired.

Independence: The Veteran owner(s) shall have the ability to perform in their area of specialty/expertise without 
substantial reliance on non-Veteran-owned businesses.

https://www.jagcapm.com/
https://www.linkedin.com/company/jagcapitalmanagement/

